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Now let us take something at the opposite extreme, say a
picture by Leonardo. There was presumably no more labour in
it than in some daub that could be bought for five shillings, and
yet it may be worth fifty thousand pounds. This is a case of
pure monopoly: the supply cannot be increased, and therefore
the price depends only upon the demand. The earnings of
persons who have a complete or partial monopoly of some kind of
skill come under this head; I am thinking of such persons as
opera-singers, eminent surgeons and barristers, film stars, and so
on.
Most cases are intermediate between these two extremes. In
general, the raw material of an industry is either agricultural or
mineral. If it is agricultural, the law of rent, as we saw
already, modifies Ricardo's law of value: it is the labour cost
on the worst land under cultivation, not on average land, that
determines value. In the case of minerals, if there are many
independent sources of supply, exactly the same reasoning applies
as in the case of agricultural produce; but not infrequently there
is a combination among the owners of the sources of supply, so
that the value of the raw material is determined by the rules
governing monopolies. In the later stages, also, monopoly, partial
or complete, has been more and more replacing competition.
This comes partly througji the formation of Trusts, partly
through patents, partly through ownership of raw materials.
Where there is monopoly with power to increase supply, the
producer has to consider whether it will pay hint better to dis-
pose of large quantities at low prices, or of small quantities at
high prices. It is obvious that the more he charges the less he
will sell, and that there is some price which gives him the
maximum profit. But this has nothing to do with cost of produc-
tion, except that cost of production sets a minimum, below
which me producer cannot profitably let the price fall.
Ricardo's theory that value is determined by the amount of
labour involved in production is therefore far from being quite
true, and has become less true since his time, owing to the
diminution of competition. He himself was partially aware of its
limitations, but James Mill and McCuIloch seized on it with the
zeal of disciples, and refused to admit even the qualifications
which Ricardo thought necessary. Orthodox economics thus ac-
cepted the theory in an almost unqualified form until a better
theory, giving due place to the importance of demand, was in-
vented by Jevons at a much later date.

